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The subcommittee met at 10 a. m., Hon. Carl T. Durham, chairman 
of the subcommittee, presiding. 

Mr. Durnam. The committee will come to order. 

We have three bills this morning, H. R. 4285, to authorize the Navy 
to sell degaussing equipment to private shipowners; H. R. 2797, to 
atithorize all of the military departments to furnish stevedoring and 
terminal services to commercial steamship companies; and H. R. 2781, 
to authorize the Secretary of the Navy to transfer certain responsi- 
bilities which he has with respect to the San Diego aqueduct to the 
Secretary of the Interior. 

All of these bills are part of the legislative program of the Depart- 
ment of Defense ? 

Mr. Ketiener. Yes, sir. 

Mr. Durnam. Admiral Manseau, Deputy Commander of the Bu- 
reau of Ships, is our first witness. Admiral, will you come around? 

Admiral MAnspav. Yes, sir. 

Mr. Durnam. Tell us about H. R. 4285. 

(The bill is as follows:) 


[H. R. 4285, 85th Cong., 1st sess.] 


A BILL To authorize the sale of degaussing equipment by the Department of the Navy to 
the owners or operators of privately owned merchant ships of United States registry 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That title 10, United States Code, is amended— 
(1) by inserting after section 7229 a new section reading as follows: 
“§ 7230. Sale of degaussing equipment 
“The Secretary of the Navy, under such regulations as he prescribes, may sell 
at Navy prices, to owners or operators of privately owned merchant ships of 
United States registry, degaussing equipment available from Navy stock but not 
readily available commercially, in order to promote the installation, repair, and 
maintenance of degaussing equipment on American vessels.” 
(2) by inserting at the end of the section analysis of chapter 631, title 10, 
United States Code, a new item reading as follows: 


“7230. Sale of degaussing equipment.” 


Admiral Mansrav. Mr. Chairman, I have a very short statement 
which I would like about 1 minute to read. 

Mr. DurHam. All right, you may proceed. 

Admiral Mansrav. Mr. Chairman, this bill would authorize the 
sale of degaussing pavnvoens by the Department of the Navy to 
owners and operators of privately owned merchant ships of United 
States registry. 
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The Navy Department, on behalf of the Department of Defense, 
strongly recommends enactment of H. R. 4285. Specialized degauss- 
ing equipment is available in Navy stock, but is not available com- 
mercially, that is, in stock. In the interest of national defense, such 
equipment should be sold, upon request, to private-ship owners for 
use in repairing shipboard degaussing installations. 

During World War II, degaussing installations were installed on 
approximately 6,000 mere hant vessels for protection against magnetic 
mines, torpedoes, and other magnetically detonated ‘devises. ‘These 
installations consisted of coils of heavy multiconductor cable in- 
stalled within the hulls of the ships from bow to stern, large manual 
rheostats for controlling the current in the coils and other associated 
equipment. The installations were made under Navy appropriations 
as part of the merchant vessel defense installation program. 

At the close of World War II, many private owners or operators, 
who took over these merchant vessels, retained the degaussing equip- 
ment on these ships and have kept them in operating conditions. The 
Navy encouraged the maintenance of this equipment inasmuch as the 
danger from magnetic mines continued to exist after the war in certain 
areas. Also, since mobilization plans include installation of degauss- 
ing equipment on merchant vessels, it was considered that the best 
interests of the country would be served by encouraging the mainte- 
nance of existing installations aboard these merchant vessels. 

Certain components in the degaussing installation are of special 
design and are not available commercially. They are available in 
Navy stock. The values of the complete degaussing installations, 
including both labor and material, vary from $15,000 to $35,000 per 
ship. 

A number of requests for purchases of these special components, 
which cost from less than $100 to $500 per item, have been received 
by the Navy Department from time to time. Ship operators are 
willing to purchase these components and maintain their installations 
in operating condition since mine danger areas still exist, and such 
installations would afford the ship magnetic mine protection at rela- 
tively low cost. However, the Navy has no present authority to con- 
summate sales of these components. 

Because these special degaussing repair parts cannot be obtained 
either from private sources or from the Government, it is probable 
that additional private-ship owners may remove the "degaussing in- 
stallations as they become inoperable. 

This legislation is of vital importance to national defense. In the 
event of mobilization, our merchant ships will require immediate 
protection against mines. The Navy will again be called upon to 
furnish degaussing installations. 

However, the reactivation of maritime and naval reserve vessels and 
necessary new construction will seriously tax the capacity of this coun- 
try’s shipyards. Retention of defense features already installed on 
merchant vessels may help alleviate a critical overcrowding of ship- 
yards—come mobilization. A further important consideration is the 
financial benefit to be derived from this legislation. The enactment 
of the proposed legislation will enable the Navy to provide, at no cost 
to the Government, the equipment needed by private operators to 
maintain already installed degaussing equipment. Thus, in many 





DEPOSITED BY THE 
UNITED STATES OF AMERICA 359 


cases, the Government will be spared the cost of providing completely 
new degaussing installations upon mobilization. 

That is the end of the statement, sir. 

Mr. Durnam. Admiral, you never had the authority to sell this to 
privately owned ships ? 

Admiral Mansrav. For a short period—well, for a matter of maybe 
3 or 4 years, or 6 years, following the war we did sell some of this 
equipment to private operators. 

We did it under the authority contained in our own Navy regula- 
tions, which in an analyzation later on by the Judge Advocate General 
led to the conclusion we were on thin ice and we really did not have any 
basically sound authority. 1t was done under the emergency—that is, 
it was done under the provision of the emergency legislation that I 
figure would enable us to make such sales to private operators, but 
again, on review by the JAG we felt we were on thin ice, and really 
needed legislation in order to give us the authority. 

Mr. Durnam. Does the Navy manufacture this equipment ? 

Admiral Manseav. No, sir. 

The Navy buys the equipment from private operators, maintains it 
in stock for our own stocks, for the Maritime Administration ships, 
both for current use and for mobilization purposes. So we have a 
stock of it which is available for our ships but not available for pri- 
vately owned and operated ships that have degaussing equipment in 
them. 

Mr. Duruam. I don’t understand why the private owners can’t 
buy from the private manufacturers. 

Admiral Mansrav. Because there is no private demand, no com- 
mercial, that is, for degaussing equipment. The only demand and 
the only stock is within the Navy. We buy it periodically, say, at 
periods from 1 to 4 years. We make a purchase, in quantity which is 
such that we can procure the material at a reasonable cost. A private 

operator operating 1, 2, or half a dozen ships, needing, say, 1 or 2 





items a year every couple of years would have to go out and 
get a custom-built job. He would have to pay more for it of course 
on that basis. He might even have difficulty describing what it is he 
wants to buy. 

Now, since we have it in our own storerooms, identified and de- 
scribed, it is very easy for us to provide the right equipment for an 
individual ship if and when they need it. 

Mr. Duruam. Well, it is not the general policy for private owners 
of merchant ships to purchase any other item from the Navy that is 
manufactured by private enterprise ¢ 

Admiral Manszav. No, sir; it is not, except that our interest of 
course, in this lies in the fact that it is a national defense item for 
which we pay the installation during wartime. 


Mr. Durnam. No patents on it or anything like that that prevents 
us? 


Admiral Mansgav. No, sir. If there was a commercial demand, if 
some operator could buy and lay up a sufficient stock to take care of 
the private operators’ needs, then, of course, we wouldn’t be here today. 

But over the years we have received periodic requests—not many, 
maybe 3 or 4 a year, for just 1 or 2 small items, and we have been 
unable to provide them. Now, of course, there is no cost to the tax- 
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payer—no cost to anyone as I see it, except the commercial operator 
who wants to maintain the equipment. 

Mr. Duruam. I understand that. 

The only thing I refer to is the procedure of purchasing articles 
through the Defense Department. 

Because I imagine that private enterprise would like to have the 
purchasing privilege through the Department of Defense for items 
different from this. I am wondering whether or not we are establish- 
ing a policy here. 

Admiral Manseav. No, sir, we have similar things in the case of 
ships being built for foreign countries, built in our yards. We can 
on special occasions, particular occasions where definitely warranted, 
sell to the shipbuilder items which we have in our standard stock for 
installation in these foreign ships. I would say maybe 15 or 20 or 30 
requests for purchase of individual items reaches my office during 
a year. 

Mr. Duram. Mr. Cole, any questions / 

Mr. Core. In case of mobilization, assuming that the degaussing 
is not maintained, who would bear the cost of modernizing it / 

Admiral Mansrav. I presume we would follow the same procedure 
we did during the last war, and the Federal Government would install 
the degaussing equipment at its own expense. 

In other words, it is equipment which we paid for at one time. 

Mr. Corr. Does this situation apply to all owners of merchant 
vessels which are equipped with degaussing or just a few of them / 

Admiral Mansrav. We estimate there may be as many as 500 
privately operated ships of American registry today that have de- 
gaussing equipment in them, that has needed or would need from 
time to time minor repairs or changes to their installation. 

Mr. Corn. If there are 500 shipowners requiring the maintenance 
of degaussing, how does it come that only 10 or 15 requests come to 
the Navy each year out of that large number of 500? 

Admiral Manseav. Well, in the first place, there is no compulsion 
on the part of the private owner to put out even a dime to maintain his 
equipment. Some of them do feel that they should maintain the 
equipment which is installed, and in the past have kept it operating, 
and some of them have made these requests on us. 

Now, since these requests have been turned down over the past 4 
or 5 years, we have fewer and fewer people coming to us now with 
the request. 

Now, once we had this authority, we would let the operators know 
they can get the material from us at cost, and we would encourage 
them to restore their equipment so they would be operable, and then 
I presume we would get a few more requests. 

Mr. Cork. Out of the 500 owners, how many ships, approximately, 
are involved? 

Admiral Mansgav. No, not 500 owners, but 500 ships. 

Mr. Corr. Five hundred ships represent how many owners? 

Admiral Manstav. Oh, I don’t have the answer to that question. 
I could get it for you, sir. 

Mr. Corz. Well, you say 10 to 15 requests have come in each year. Is 
that the number of requests per ship or per owner ! 

Admiral Mansgav. The 10 or 15 requests I was referring to had to 
do with the request to sell from our stock items to go in foreign—in 
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ships built in the United States for foreign governments, foreign navy 
ships. For degaussing equipment, we have had something hke, say, 
4 or 5 requests a year for one or more items of equipment, that is all. 
It may be a compensating coil which costs a very small amount. It 
might even be an entire coil of degaussing cable, or it might be a piece 
of degaussing c able. Anything from say, $20 - toa maximum of $500. 
So these requests in total for the year in round number might amount 
to, say, something like $1,000 worth of material which we would be 
asked to sell. 

Mr. Corte. The authority sought in this bill would not permit you to 


accommodate the owners of shipe made in this country for foreign 
ownership ; would it 7 


Admiral Mansgav. No, sir. 

Mr. Coir. So the 10 or 15 requests you have each year would not be 
accommodated by this bill, or would it ¢ 

“gp al Manseav. I don’t understand that, sir. 

Mr. Cons. I peer atlese you to just say that during the war a num- 
ber of merchant ships were made in this countr y fae foreign owners. 

Admiral Mansrav. No, sir, 

[ was just citing a similar instance wherein we do sell equipment 
from our stock, our stores, to people outside of the United States 
Navy, and that is in the case of special equipment, for example, in, 
say, & submarine that is being built at the Electric Boat Co. for the 
Peruvians. 

Mr. Cour. Yes. 

Admiral Mansrav. And there will be some few items that must go 
in the submarine that can’t be procured commercially that we have in 
stock. So we are authorized to sell these items to the Electric Boat Co. 
for installation in the Peruvian submarine. 

Now, for degaussing equipment, this bill would authorize us to sell 
at cost to private operators of ships of United States registry what- 
ever is needed to keep their deguassing equipment in operable 
condition. 

Mr. Corr. Do I understand correctly, then, that the present law 
and interpretations of that law by the Department permit the Depart- 
ment to sell items needed for ships which have been built in this 
country for foreign countries, but the law does not permit the Navy 
to sell items needed for ships owned and operated in this country ? 

Admiral Mansrav. That is right. 

Mr. Cotx. Well, it is probably not in your province, but it is difficult 
to understand how the law can be interpreted to permit the sale of items 
for foreign registry needed for ships under foreign registry but deny 
ther ight t to sell items needed for American registry. 

Do. you know, does that authority to sell these items for foreign 
registry apply only to combat vessels which we have made or have 
transferred to foreign governments and does not apply to merchant 
vessels 7 

Admiral Mansrav. That is my understanding of it, the interpreta- 
tion that we get out of our legal office, that is, is that we do have 
authority to sell material that will go into warships of a foreign coun- 
try but are being built in the U nited States, but we do not have 
authority to sell to private merchant operators the material covered 
by this bill. 
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Mr. Coiz. Yousay the items involved in this authority are relatively 
nominal and vary from $100 to $500 per item ? 

Admiral Mansgau. Yes, sir. 

Mr. Coxe. That I assume is the Navy cost of those items 

Admiral Mansgav. That is the Navy cost; yes, sir. 

Mr. Cotz. Now, what would be the cost to a private purchaser from 
the commercial sources ? 

Admiral Manszav. Well, I don’t have any way of measuring that. 

Mr. Core. Well, you said that they were exorbitant, they were too 
high, and that private owners thought they were too high they didn’t 
bother to do it. 

Admiral Mansgav. No, sir. I said there is no supply commercially 
available. 

Mr. Corr. Well 

Admiral Mansrau. They have to be specially manufactured. 

Mr. Corn. They are specially manufactured for the Navy, aren’t 
they ? 

Admiral Mansgav. Yes, sir, but we buy them—— 

Mr. Coxrz. In quantity ? 

Admiral Mansrau. As I say, in 1- to 4-year intervals in fairly large 
quantities because we have to provide a stock to take care of ev erything 
in the United States Navy. 

So we have the stock. And we buy it as I say, in large quantities 
from reliable manufacturers. Now, these ships we are talking about, 
say, approximately 500 throughout the United States—500 ships— 
with equipment 

Mr. Coie. Yes. 

Admiral Mansgav. And ships that maybe need 1 or 2 items a year— 
I wouldn’t know where they would go to get that. 

Mr. Cotz. They would go to the same place you would go, wouldn't 
they / 

Admiral Mansgav. I don’t think they would go at all; no, sir. 

Because, again, there is no particular reason—there is nothing to 
compel their going. 

Mr. Corz. I understand that. 

They don’t have to. But the reason for this legislation, I under- 
stood, was because the occasional isolated purchase would be ex- 
cessive and couldn’t be justified, as an investment by the private 
owners. 

Admiral Mansgeavu. Well—— 

Mr. Coxe. I am curious to know how much more it would cost 
them to buy $100 item than the Navy pays for that same item ? 

Admiral Mansgav. Again, I can’t answer that question, Mr. Cole. 
I can say this, that it would cost them enough in money and trouble 
so they wouldn’t go out and buy it, and their degaussing equipment 
then would stay inoperative which might or might not be bad. But 
since it is—as I say, since it is an inst: lation we put in as a national 
defense item and would have to restore it come war, we would like to 
make it easy for the commercial operators who are so inclined to buy 
the equipment, and install it themselves to keep degaussing systems 
operative. 

Mr. Coz, The only ships that would take advantage of this au- 
thority would be the ones that are operating in waters which are still 
dangerous from the mines of World War IJ, isn’t that true? 
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Admiral Mansgav. Not necessarily. That is one reason why they 
would want to do it. 

Mr. Cotz. Why else would they do it? Even if they could get it 
from you at a nominal cost, if they are not operating in dangerous 
waters why would they go to any expense particularly ? 

Admiral Mansrav. I don’t know, but the experience is that some 
of them would like to keep their equipment operating. 

Mr. Coir. Why? 

Why would they? Where is there any economic advantage or justi- 
fication for their expending anything, if the ship doesn’t ‘operate in 
waters where this degaussing is a protec mt 

Admiral Mansrav. I agree with you, I don’t see any particular 
reason for so doing it, but if they do want to do it it is to the advantage 
of the United States Government for them to do so. 

Mr. Corr. Well, it is a protection to them, too, is it not, at least 
to those ships which operate in the uncleared waters? 

Admiral Mansrav. Yes, sir, it is a protection. 

Mr. Coir. Water that has not been cleared of mines. 

Admiral Manseavu. That is right, sir. 

Mr. Corr. Now, the authority you specify here is rather nebulous 
when you say you can sell it at Navy prices. What does that mean, 
“At Navy prices”? At cost to the Navy? At prices that will be 
fixed by the Navy, cost plus a certain increase ? 

Admiral Mansravu. That would be a cost to the Navy. 

Mr. Core. At cost at what time? There may be many items that 
were purchased in World War IT that you still have on hand which 
if you were to replace today would cost 2 and 3 and 4 times what 
they cost then. 

Admiral Mansrav. Yes, sir. 

What they would be charged for it would be what is carried on 
the books as the price at which it would be issued to a Navy ship, 
Maritime Administration ship as well as to a private ship. 

Mr. Core. Is there any reason why the private purchasers should 
not be called upon to pay the cost which the Navy will have to pay 
in order to replace those items ? 

Admiral Mansrav. I don’t understand that, sir. 

Mr. Coxe. a you have items in stock which were bought in 
World Ls dag Presumably, those stocks will be exhausted some- 
time. The Navy will have to replenish those stocks. 

Admiral Manseav. Oh, yes. 

Mr. Coir. Now, if they were to sell the stock at World War I 
prices today and next year have to replace those stocks at 1957 prices, 
the Navy will incur a loss, will it not? 

Admiral Mansrav. Oh, yes, sir. I understand and see the point, 
yes, sir. 

Mr. Corr. My point is, is there any reason why the private pur- 
chaser today should not be required to pay the replacement cost to 
the Navy? 

Admiral Manseav. No, sir, none whatsover. And of course, the 
bill would provide for the sale to take place under regulations drawn 
up by the Secretary. 

The reason I stated that the private operator would pay the price 
at which we carry the item and issued to a Navy ship, is that again 
throughout the years we replenish the stock. We maintain the stock 
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because we do have a fairly good demand within the N avy and the 
Maritime Administration. So the price carried for the equipment on 
the books is in fact the replacement price, that is the current price 
current cost. 

Mr. Cote. I think we can all agree that national interest requires 
or encourages the maintenance of the degaussing on all of these mer- 
chant ships. That should be done. But Lam not sure that our interest 
requires that that should be done at the e xpense of the Public Treasury 
entirely, and that none of that cost should be borne by the private 
owners of the ships. 

Admiral Mansrav. I agree with you, and our intent here is that 
there will be no cost whatsoever to the Government. 

We will buy the equipment. Whatever we inp it for we will sell it 
to him at. As you say, it will undoubtedly be the replacement cost. 
He will make the installation himself. So he will be out of pocket 
that. He will be out of pocket what he has to pay us for the equip- 
ment, and what he has to pay to install it. 

Mr. Cote. Well, would the Nav y have any objection, then, to speci- 
fying in the bill that the prices would reflect their replacement cost to 
the Navy? 

Admiral Mansgav. No, sir. That will be fine with me. 

Mr. Lanxrorp. You just have to add that ene word “replacement,” 
and make it replacement cost. 

Mr. Durnam. Well, does that equipment make any difference in the 
insurance rates that the private owners have to carry on the ships? 
Does it reflect itself as a safety feature / 

Admiral Mansgravu. I don’t have any direct information on that, 
Mr. Chairman. I assume it does. I was about to mention that as 
one possible advantage to the private operators that might encourage 
him to maintain his degaussing equipment. I would guess that ‘it 
does reduce his insurance rates. 

Mr. DurHam. Mr. Doyle? 

Mr. Doyrtx. No questions. 

Mr. Durnam. Mr. Lankford? 

Mr. Lanxrorp. Admiral, would there be any difficulty in determin- 
ing the replacement cost of these items in view of the fact that they 
are ordered only once every, I think you said, 4 years? Would the 
Navy be able to determine with a fair degree of accuracy the replace- 
ment cost of these items? 

Admiral Mansgav. Well, I think there would have to be—we would 
have to depend on our administrative judgment, that is, on our judg- 
ment as to what the cost would be based on what we know of the 
market and what our past purchases have been. I believe we would 
have to be allowed some reasonable latitude to determine approxi- 
mately what the replacement cost would be. 

Mr. Lanxrorp. Do you think you could determine the replacement 
cost with some degree of accuracy / 

Admiral Manseav. Oh, yes, sir. I don’t think there is any question, 

Mr. Lanxrorp. Admiral, is there any technical advice or aid given 
by the Navy to see that this degaussing equipment is operating prop- 
erly? It seems to me that during the war weren't there ranges that 
the ship ran over—one at Wolf Trap, as I recall it? 

Admiral Mansgav. Yes, sir. 


365 





Mr. Lanxrorp. Are those ranges maintained now to see that the 
degaussing equipment is still working properly ¢ 

Admiral Manseav. We still have the degaussing ranges, Now, I 
don’t know whether we help merchant operators in degaussing their 
own ships or not. Do wet I am told we do. Our degaussing 
ranges are presently operative and they are available to private oper- 
ators to use to adjust their equipment. 

Mr. Lanxrorp. Is that being taken advantage of, do you know? 

Admiral Mansnav. Some few cases. Of course, we use it right 
along in our own Nayy ships. There are some few private operators 
who have the interest that take advantage of our ranges, yes, sir. 

Mr. Lanxrorp. Thank you. 

Mr. Durwam. Mr. Bennett? 

Mr. Bennerr. No questions. 

Mr. Durnam. Mr. Cunningham ? 

Mr. Cunntncuam. No questions. 

Mr. Durnam. Any further questions? 

Mr. Ketiener. I have one question, 

Mr. Durnam. Go ahead, 

Mr. Ketiener. Where will the receipts go, that is, the amount that 
you receive from the sale of this equipment ? 

Admiral Mansgav. Well, the receipts will go into the Treasury. 
I think what might better be indicated would be that the receipts 
would go into the Treasury and our appropriation—the appropriation 
which buys and replaces the equipment, will be credited. 

Mr, Keviener. I think in the past, Admiral, when you have wanted 
to reimburse an appropriation you had language in the bill that would 
permit that. Asa matter of fact, I think your second bill today has 
such language under very similar circumstances. 

But that language doesn’t appear in this bill, I think the GAO 
might not permit you to reimburse your own appropriation that way. 

Admiral Manseav. Then, if the committee saw fit, I think it would 
be good if it could be amended to allow reimbursement. 

Mr. Keiitener. I suggest, Mr. Chairman, that if it is the committee’s 
desire that the appropriation which purchases this equipment be reim- 
bursed the bill would have to be amended by the insertion of language 
something like this: “Collections received from such sales shall be 
reimbursed to the appropriation or fund initially charged.” That is 
conventional in the circumstances such as this. 

Mr. Durwam. You are sure that the general law doesn’t take care 
of that at the present time? 

Mr. Ketuener. No, sir; I think it does not. 

Mr. Corx. This section 7230, I assume, is to be inserted in that part 
of the code which authorizes the Navy to make sales of other items; 
is that correct or not? 

Mr. Keiener. It is not exactly correct, sir. 

It is a new section following one which relates to purchase of fuel 
by the Navy. 

Mr. Core. Oh. 

Mr. Durwam, Any further questions ? 

Mr, Cote. No question, Mr. Chairman. 


I wanted to suggest an amendment maybe, if you are ready to con- 
sider it. 
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Line 8, to strike out “Navy prices,”—and I hope the Navy repre- 
sentatives will give attention to it so that we can have a concurrence, 
to see if they agree to it. 

Strike out “Navy prices”, and insert “price which represent the 
current or estimated replacement cost to the Navy. 

Admiral Mansgav. I think that will be fine and dandy. 

That is the definition of our catalog price, is it not. I am told 
it is. 

That will be agreeable. 

Mr. Durnam. Any discussion on the amendment ? 

(No response. ) 

Mr. DurHnamM. Without objection, the amendment is agreed to. 

And what was your suggested amendment, Mr. Kelleher. 

Mr. Keviener. The other amendment, Mr. Chairman, would be to 
insert at the appropriate place the following language: “Collections 
received from such sales shall be reimbursed to the appropriation or 
fund initially charged.” 

Mr. Durnam. Where does it go in the bill? 

Mr. KeLiener. Line 3, page 2, following the word “Vessels,” a new 
sentence to that effect. 

Mr. DurHwam. On page 2, line what ¢ 

Mr. Keviener. At the end of line 3, sir. 

Mr. DurHam. You have heard the amendment. Any discussion ? 

(No response. ) 

Mr. Durnam. Without objection, the amendment is agreed to. 
Without objection, the bill is reported favorably to the full committee. 

Thank you, Admiral. 

Admiral Mansgav. Thank you, Mr. Chairman. 

Mr. Duruam. What is your next bill ? 

Mr. Keviener. H. R. 2897, Mr. Chairman. 

(The bill is as follows :) 


{H. R. 2797, 85th Cong., 1st sess.] 


A BILL To amend title 10, United States Code, to authorize the Secretary of a military 
department to furnish stevedoring and terminal services and facilities to commercial 
steamship companies, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That title 10, United States Code, is amended 
by inserting the following new section after section 2632: 

“§ 2633. Terminal services, furnish to commercial steamship companies 

“Notwithstanding any other provision of law, the Secretary of a military 
department, under such regulations as he may prescribe, may furnish stevedoring 
and terminal services and facilities at fair and reasonable rates to commercial 
steamship companies engaged in carrying cargo and passengers sponsored by 
his department. Collections received for such services and facilities shall be 
reimbursed to the appropriation or fund initially charged.” 

Sec. 2. The analysis of chapter 157, title 10, United States Code, is amended 
eA ee the following item: 

2633. Terminal Services, furnish to commercial steamship companies.” 


se DurHam. Who is the witness? 

Mr. Ketiener. The witness is Comdr. J. G. Huntington. 

Mr. Durnam. Commander, have you a statement on H, R. 2797? 

Commander Huntineron. Would you like me to read my state- 
ment, sir? 

Mr. Durnam. Yes. 
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Commander Hunvincron. The purpose of H. R. 2797 is to author- 
ize the military departments to furnish stevedoring and terminal serv- 
ices to commercial steamship companies aan in carrying cargo 
sponsored by the Department of Defense and to permit payments for 
such services to be reimbursed to the appropriation or fund intially 
charged. 

The Department of the Navy has been furnishing such services to 
commercial steamship companies but has required advance deposits 
sufficient to cover the cost. of such service. 

However, the Department of the Navy has found that in most cases 
it is not feasible to request an advance of funds to cover the cost of 
such services since the extent of the services required varies consider- 
ably under this circumstance and cannot be predicted in advance for 
any particular shipment. 

The Department of the Army, on the other hand, has been furnish- 
ing such services at its expense and has been crediting the payments 
received therefor to the appropriation affected. 

At the time the services are rendered by the military departments, 
the Government is indebted to the individual companies many times 
over and above the value of the serices performed by the departments 
for the companies. 

The services performed by the military departments for which col- 
lection is made from the steamship companies are services that are 
required for the transportation of Deatateera of Defense cargo and 
passengers. In all cases they are directly related to and necessary for 
the transportation of supplies and personnel for which the Depart- 
ment of Defense is responsible and are a necessary corollary to the 
military department’s general authority to provide for the transporta- 
tion of its supplies and personnel. 

Commercial steamship companies require certain terminal services 
in carrying out their shipping contracts, charters, and bills of lading. 
The cost of these services is included in the ocean transportation rates 
negotiated and paid by the Military Sea Transportation Service, and, 
in “turn, is ultimately charged against the applicable appropriations 
of the military departments available for ocean transportation. 

In many cases, however, the cargo is loaded onto or discharged from 
the commercial vessels at terminals or depots of the military depart- 
ments at which the necessary services for the vessels must be provided 
by the military departments concerned, either directly or through their 
stevedoring contractors. The services to these vessels are not fur- 
nished by the military departments except in instances where it is im- 
practicable or contrary to the interest of the Government to require 
the steamship company to obtain them for commercial sources. These 

services are properly chargeable to the commercial steamship company 
because the ocean transportation rates negotiated by the Military Sea 
Transportation Service with the steamship company are based on 
these services being at the expense of the steamship companies. 

The Bureau of the Budget has advised that there is no objection to 
the presentation of this proposal for the consideration of the Congress. 

Since the proposed legislation provides that funds received would 
be reimbursed to the appropriation or fund initially charged this 
legislation would cause no increase in the budgetary requirements of 
the Department of Defense. The Navy Department on behalf of the 
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Department of Defense therefore recommends enactment of H. R. 
2797. 

Mr. Durnam. What are you doing now? 

You are charging the private ownership a fee for this service ? 

Commander Hunrineron. Sir, we are charging for the service but 
we are requiring a cash deposit’ in advance of performance of the 
service. 

Mr. Durnam. Suppose a private merchant ship brings in a load of 
furniture, say, for the Navy at one of their ports. You charge them 
regardless of whether the item is for you? 

Commander Hunrrneron. These charges, sir, are related to the 
Department of Defense cargo. 

Mr. DurnHam. Oh, altogether. 

Commander Huntineron. In some instances, they may relate to 
stores loaded aboard the commercial ships for their interest. 

Mr. Duruam. It is all the service, then, for the Navy or the Depart- 
ment of Defense? 

Commander Huntrneron. Mainly, it is for Department of Defense 
cargo; yes, sir. 

Mr. Durwam. Any questions, Mr. Cole? 

Mr. Corxz. Well, I don’t understand how you have authority now 
to pay the stevedore and terminal charges but require an initial pay- 
ment, and you now seek this authority which still might rene in 
the Department, requiring an initial payment. 

Commander Hunttneron. One of the principal purposes of this 
authority, sir, is to eliminate the requirement for the cash deposit. 
It is not to change the responsibility of the Government or the 
steamship operator. 

Mr. Core. This doesn’t say anything about eliminating anything. 
It gives you authority to do what you now say you are doing. 

Commander Huntineron. We are doing it now, sir, but our pres- 
ent regulations as interpreted require us in making a cash sale of 
these services to collect an advance fee deposit for “the services. 

Mr. Coz. Somebody has interpreted the law to permit you to pro- 
vide these stevedore and terminal services ? 

Commander Huntrneton. Yes, sir. 

Mr. Corz. Providing that you require an initial payment, a down- 
payment ? 

Commander Huntrneron. Yes, sir. A cash deposit estimated to 
recover the full cost of the services which will be provided. 

Mr. Barer. My name is William H. Baier. 

I am assistant professional assistant, Bureau of Supplies and Ac- 
counts. I am an attorney down at the Bureau of Supplies and 
Accounts. 

Section 3678 of the Revised Statutes provides that all sums appro- 
priated for expenditures in the public service shall be applied solely 
to the objects for which they are respectively made, and for no other 
purpose. 

We have interpreted that provision of the Revised Statutes to mean 
that we can’t use Department of Defense funds to perform services 
for private industry without requiring an advance fund. 

So, if a particular company comes into one of our docks and some- 
thing breaks down or they require some of our services, and we esti- 
mate that it may be that job will cost $10,000, we require the steam- 
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ship company to give us $10,000. Then we check off, when the job is 
completed, and maybe refund them $287 or the difference between it. 

Some companies will have a ship coming into a port on the west 
coast, and on the east coast, and we are requiring these companies to 
make deposits. At the same time, we are indebted to these companies 
for much greater amounts—maybe $200,000, where we are perform- 
ing only $10, 000. The companies do not like it, and we don’t think 
it is right when we are doing business with big companies, to require 
them to give us $10,000 when we might at the same time owe them 
$200,000. 

This would let us perform the job for the company and then bill 
them to their main office, and they would send the money back to us 
by check. 

If they didn’t pay on time, we would have authority to check them 
or to debit the money that we are going to pay them ‘for the services 
they rendered to us in a much greater extent. 

Mr. Coxe. Is it conceivable any situation might arise where the 
charge for these stevedore and ter minal facilities would be greater 
than the amounts which the service department owes to the operator ¢ 

Mr. Barer. No, sir; that is inconceivable, sir. 

Mr. Corz. In order to avoid the possibility of the failure of an 
operator to reimburse the Government for these services ? 

Mr. Barer. Yes, sir. 

Mr. Corte. Why is this not drafted in such a fashion as to permit 
the Navy, for instance, to credit the cost of these services, stovedore 
and terminal services, to any amount of indebtedness which might 
be due to the operator. Then you would not run the risk of not being 
repaid on the services. 

Mr. Barter. If I understand your question correct, the whole Gov- 
ernment has general authority. And the General Accounting Office 
sets off uncollectible items of indebtedness against any payment 
whatsoever. 

I don’t think we need that in this particular bill, sir. 

The only thing we are trying to eliminate here is the requirement 
of the advance deposit. As far as the collection, we have no problem 
with the collection should they refuse to pay us, sir. 

Mr. Core. Who is to determine the reasonableness of the rates? 

Mr. Barer. The Navy, sir. 

I think Commander Huntington can perhaps answer that question 
better than I can. 

Commander Hunrtrneron. Generally speaking, sir, they would be 
out-of-pocket costs or possibly the going commerci ial cost for steve- 
doring services. 

Mr. Coin. Well, the bill says that the Department can furnish 
these services at fair and reasonable rates. 

Commander Huntrineron. We would interpret 





Mr. Corx. In order to avoid any future dispute as to who fixes those 
rates, why shouldn’t the bill say that the rates would be fixed by the 
appropriate Secretary ? 

Commander Hunrineton. The rates will vary, sir, from port to 
port, depending on the commercial stevedore charges at these various 
ports. 

Mr. Coz. That is right. 
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Commander Huntineron. And, generally speaking, the rates that 
we would charge would be the rates we were charged by the commercial 
stevedores. 

Mr. Core. What effect would this authority have on shipments into 
the Atlantic seaboard under the present-day conditions, in which there 
is a strike of stevedores? 

Commander Huntineron. Well, in the case of a strike, sir, we may 
or may not be able to work our Department of Defense cargoes, de- 
pending on the union action in a pare “ilar situation, and I don’t see 
that it would affect the proposed bill one way or the other. If we 
could work, we would still make the same charges that we are making 
now. 

Mr. Corr. You would still be dependent on the stevedores to unload 
the ship ¢ 

Commander Huntineron. Yes, sir. 

Mr. Coz. Or to load? 

Commander Huntrneton. Yes, sir. 

Mr. Coxe. Is there any authority in the law for a military depart- 
ment to unload a ship at a port at which there is a stevedore strike 
using service personnel to do it ? 

Commander Huntineton. As to authority in the law: sir, I could 
not answer. 

If we are speaking of an MSTS ship, we certainly could unload it 
with our own personnel, either civil service or military, if it seemed 
necessary to do so. 

Mr. Core. But this bill does not apply to MSTS ships. 

Commander Huntineron. No, sir; the MSTS ships are not a prob- 
Jem on this bill. 

Mr. Core. Only one other question, and that is the reason for this 
sweeping clause at the beginning of the section, where you say not- 
withstanding the provision of any other law, why is that necessary ? 

Commander Huntineton. I believe that refers to the provision that 
Mr. Baier mentioned, which is interpreted to mean that we can’t use 
our funds, our appropriated funds to perform work for private par- 
ties. 

Mr. Cote. Then, why don’t you say notwithstanding the provisions 
of section XYZ, this may be done? 

Commander Huntrneron. I think Mr. Baier 

Mr. Cotz. Or you wipe out the provisions of all other laws. If it 
is necessary, why, let’s consider it. I don’t say it isn’t necessary. But 
I think we ought to know what we are doing. 

Mr. Barer. Well, Congressman Cole, this is used in many, many 
other laws to overcome some statutory provision. I think it is generally 
accepted language up here, and that is the reason I used it, rather 
than notwithstanding section 3678. 

Mr. Coz. Well, that was what I had in mind when I raised the 
question, was about the Government using Government personnel to 
load and unload merchant vessels. 

Mr. Barer. No; this would not change anything in that regard, sir, 
about unloading or loading commercial ships in time of strike. This 
would not affect that, and ‘that 1: anguage would not affect that, sir. 

Mr. Core. It says notwithstanding the provision of any other law. 

Mr. Barer. It was not intended to do that, sir. 
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Mr. Cote, If the only thing you are seeking is to remove this limi- 
tation in the section to which you have referred, then why don’t you 
take this new section to the one you say stands in your way? 

Mr. Barter. I don’t know if there is any other reason why we have 
to overcome any other law. This is the only one I am concerned with 
and am aware of. I just used that terminology as general terminol- 
ogy that is used in many other laws. That is the only reason it was 
used. 

Mr. Corr. Well, as a matter of policy I always thought it would 
be best to expedite enactment of a bill if you make the bill as explicit 
as possible and remove all possible objections, so an expression of 
notwithstanding the provisions of any other law could be a severe 
impediment to enactment of this bill. 

Commander Huntineton. It would appear to me, sir, that this 
would affect our relation with the unloading of commercial ships in 
any way. ‘This is financial matter and not authority to work ships 
in any way other than the manner in which we work them now. 

Mr. DurHam. Yes; but you have to furnish this service and men, 
from somewhere. 

Commander Huntineron. Well, we would still furnish the services 
and men as we do now, and in case of strikes we presumably would 
not have the services available on commercial ships. 

Mr. Coir. You wouldn’t have any objection to saying notwith- 
standing the provisions of section 

Mr. Barer. Offhand 

Mr. Corr. Referred to. 

Mr. Barer. I wouldn’t have any objection to it. But I would like 
to reserve the right to advise Mr. Kelleher whether the Department 
of Defense would have any objection, if that would be all right, sir. 
Offhand, I would have no objection, sir. 

Mr. Conte. That is all, Mr. Chairman. 

Mr. Barer. Or, if I could advise the chairman if the Department 
of Defense would go along with me. Because I want to consult a few 
people back there before I make a verbal commitment. 

Mr. Duruam. Mr. Doyle? 

Mr. Doyix. Mr. Chairman, I notice on page 2, beginning at line 2, 
what Appears to me to be an express limitation on the nature of the 
cargo which military personnel will be allowed to engage in steve- 
doring here, in other words, cargo and passengers sponsored by the 
Secretary. That refers, therefore, to the total military department, 
does it, under the jurisdiction of the Secretary of Defense? 

Mr. Barter. Yes, sir. 

Commander Huntineron. It would refer to each department sev- 
erally, I think, sir, depending on whose terminal is involved in this 
particular work. 

Mr. Dortz. Well—— 

Mr. Barer. It could be Army, Navy, or Air Force. 

Mr. Doytz. I understand it only refers to cargo or passengers spon- 
sored by one of the military departments, or the Secretary of Defense 
departments. 

Commander Huntineron. Yes, sir. 

Mr. Dorie. Now, what is included in the word “sponsored” there 
in connection with this bill? What do you mean by “sponsored”? 

Commander Huntineton. Cargo included in this definition is cargo 
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offered by the Department of the Army, Navy, or Air Force to the 
Military Sea Transportation to oce an shipment. The ships involved 
are the commercial ships that MSTS provides the services. 

Mr. Dortz. Then it might me, as has been mentioned, furniture, 
or it might be guns or ammunition ? 

Commander Huntineron. It would cover all categories of Depart- 
ment of Defense-sponsored cargo; yes, sir. 

Mr. Doytz. What about passengers / 

Commander Huntineron. Again, passengers who are moving for 
one of the departments and for whom MSTS arr anges transpor tation. 

Mr. Dorie. Well, what stevedoring would be required in the trans- 
portation of passengers? 

Commander Huntrneton. There would be no stevedoring in that 
instance, sir. The charges on such an instance would be confined 
to such things as line handling for vessels, telephone service for 
vessels, if any. 

Mr. Doyiz. I noticed in your statement which you read you used 
the term that you would be doing it in cases where it was impractical 
for ordinary private stevedoring concerns to do it. Can you give me 
an illustration of a case where it would be judged to be so impractical 
for the private stevedoring concerns to do it that the military would 
do it? 

Commander Huntinetron. Under the MSTS cargo contracts with 
commercial carriers the services are responsible to place cargo in the 
commercial vessels. 

The commercial company does not perform the stevedoring service 
as part of the ocean freight rate. If these vessels are worked on over- 
time hours at the request of the carrier, the carrier is responsible for 
the overtime differential costs above str aighttime cost of stevedoring. 
There is no way that you could separate these charges from the 
straighttime costs and have part of your overtime charges arranged 
for by the steamship company. 

Mr. Doytr. I understood, or perhaps I misunderstood, but I 
thought I understood you to say that this does not apply to MSTS 
equipment. 

Commander Huntrneron. I was referring to commercial vessels 
under shipping contracts with MSTS. 

Mr. Dorie. Would this in any way interfere with or be any digres- 
sion directly or indirectly of any contract between the Government, 
and your stevedoring companies? 

Commander Hunrtrncton. No, sir; it would not have any effect on 
the stevedoring contracts. 

Mr. Dovte. That is all, Mr. Chairman. 

Mr. Durwam. Mr. Lankford? 

Mr. Lanxrorp. No questions. 

Mr. Durnam. Mr. Bennett? 

Mr. Bennerr. As I understand this legislation applies to any 
stevedoring or terminal services furnished to a company which is 
engaged in carrying certain cargo and passengers sponsored by the 
Department and is not limited to a particular vessel which may be 
involved in carrying the cargo of this nature; is that correct? 

Commander Hunrrneron. Generally, the charges are generated 
against a particular vessel tendered by a company, but the financial 
arrangements are with the main office or local office of the company. 
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Mr, Bennert. What I am getting at here: your law is sufficiently 
broad to cover something which I don’t understand that you really 
want—whether or not you do want, I am trying to determine here. 

The law as drafted it seems to me is broad enough to cover any kind 
of services of this nature to any vessel of a company which is under 
contract. 

Commander Huntineron. Yes, sir. 

Mr. Bennerr. With some Department of Defense. 

Commander Huntineton. Yes, sir. 

Mr. Bennerr. Regardless of whether the services are being ren- 
dered to a ship which is in any way involved in such shipping. That 
is the breadth of the bill, as I see it. Did you want it that broad 
or did you want it to be limited to cases where the services were 
rendered to a ship of a company where that ship was involved in 
taking care of the cargo of the Department of Defense, or its sub- 
sidiary departments? 

Commander Huntrneron. We want the law to apply to all ships 
tendered to us by the various companies. 

Mr. Bennett. Regardless of whether the particular ship is one 
in which any governmental operation is involved or not? 

Commander Huntineron. The only instance in which a company 
can be involved is when Department of Defense cargo is loaded on a 
ship of the company. This is the only instance in Ras we could be 
involved in providing services. 

Mr. Bennetr. Well, let’s read the bill. It says: 


notwithstanding any other provisions of law, the Secretary may furnish steve- 
doring and terminal services, and facilities to commercial steamship costs en- 
gaged in carrying cargo and passengers sponsored by the Department. 

Now, that doesn’t say anything about limiting it to such services in- 
volved in a particular ship which is going to be serviced and having 
a departmental contract with regard to that ship. 

It relates only to companies which may have some other contract 
on another ship for such services. I just wondered if you wanted it 
to be that broad or not. 

Commander Huntineton. We would want it to be that broad, sir, 
because the only time these charges can occur is when a ship of the 
company calls at our terminal and we want it to cover any ships the 
company may have calling at our terminal for Department of Defense 
cargo. 

Mr. Bennerr. Even though that particular ship is not carrying 
any defense contract and no cargo or passengers sponsored by the 
Department ? 

ewan Huntrnetron. Such a ship would not call at our ter- 
minal if it had no Department of Defense cargo to load or discharge. 

Mr. Brennerr. Well, I understand, you are getting broader author- 
ity than you really desire, and I presume you would handle that in 
the Department, to be sure it wasn’t abused. 

Commander Huntineron. Well, our financial 

Mr. Bennett. You say such a ship will not call. Of course, there 
is no protection against the company tendering itself at a terminal. 
There is nothing here about this being limited to any particular ter- 
minal that the ship may call upon. 











374 


It might be a ship which was not involved in any governmental 
contract at all but owned by a company which did have a governmental 
contract and it might be somewhere around and it might call at that 
spot just for the purpose of repairs or facilities. 

Commander Huntineton. I believe the law itself further restricts 
that by saying companies engaged in carrying cargo or passengers for 
the Department of Defense. 

Mr. Bennett. Not in that particular ship, however. 

The company might be engaged in 100 ships in such work and might 
have another 100 ships that weren’t engaged in it at all, and according 
to this law it would be broad enough to cover the 200 ships rather 
than just 100, which are involved in this operation. 

Now, I am not trying to be unduly technical. 

I am just trying to point out to you that in my opinion this law 
is broader than anything you have suggested as a justification for 
the law. 

Commander Hunttneron. Yes, sir, I suppose that if a ship in dis- 
tress had to put into a military terminal where there was no com- 
mercial terminal, you could say that this law would cover that ship, 
too. However, to my knowledge, this has never happened. Unless 
we have a ship involved in carrying our cargo, I have never seen one, a 
commercial ship, call at our terminals. 

Mr. Ketiruer. If you would like an amendment along that line, 
it wouldn’t be very difficult to change it, Mr. Bennett. On line 1 of 
page 2, following the word “to” insert “the owner of a vessel,” and 
strike “commercial ship companies,” and it would read: “Fair and 
reasonable rates to the owner of a vessel engaged in carrying cargo and 
passengers.” Then you direct it to that particular ship. 

Mr. Bennett. Well, I would prefer that language, but of course, 
I am not trying to hurt anybody. I was just trying to find out why 
it was broader than anything you have had used for a justification 
for the law. I would hke to narrow it that way, because that seems 
to be all you desire. But I don’t have a strong feeling. If you feel 
for some reason that it should be as broad as you have it, which is much 
broader than you have justified it, I would be agreeable to go along 
with you. 

Commander Hunttneton. There is the instance of ships which are 
carrying Government cargo calling at our terminals and loading such 
things as United States mail over our terminals which is not military- 
sponsored cargo, 

Mr. Bennett. Well, that wouldn’t be knocked out by my exception. 

Commander Huntineron. It wouldn’t be knocked out. 

Mr. Bennett. It wouldn’t be knocked out by this proposed amend- 
ment. 

Commander Huntinetron. It wouldn’t. 

Mr. Bennett. Because you have already said that ship was one 
which was also carrying material for the Department of Defense. 

Commander Hunttneton. Yes, I see no reason why that wording 
wouldn’t be acceptable. 

Mr. Lanxrorp. Would not ships not carrying Department of De- 
fense cargo load Government mail over Department of Defense termi- 
nal facilities ? 

Commander Huntineton. Not to my knowledge, sir. I have never 
seen an instance of such loading. 
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Mr. DuruaM. Mr. Doyle? 

Mr. Doyix. Has it occurred in your present procedure where you 
require the shipowners to deposit an estimated cost item in advance 
of your furnishing cooperative stevedoring—has it occurred in any 
case that that has caused material delay in handling the cargo? 

Commander Huniineron. Yes, sir. If I could cite an example? 

We might have a commercial ship scheduled to call at one of our 
terminals to pick up cargo, such ship due to arrive on a Thursday. 

If she were delayed due to weather, to the point that she arrived on 
Saturday, the overtime work on that ship would increase because of 
her weekend work. 

Our procedure has been to ask for a cash deposit covering the esti- 
mated cost of services. If we find that the cost of services is going 
up due to such a thing as late arrival, we have to get our cash deposit 
prior to starting work on the ship. 

The steainship company offices are frequently not open on Satur- 
days or Sundays. We then have the problem of trying to rout out 
somebody in the company who can issue a check coverin ‘the increased 
amount of the cash deposit due to the increased overtime work on a 
weekend, And this has caused considerable difficulty in obtaining 
the proper cash deposit under various circumstances. 

Mr. Doytr. The reason I asked that question was I didn’t hear you 
raise that point in your preliminary statement. It immediately oc- 
curred to me that it would be a material reason why you should be 
authorized to change your procedure. 

Commander Hunrrneron. Yes, sir. 

Mr. Doytx. Because it certainly would cost someone some unneces- 
sary money under your present.procedure. 

The only thing I see you are trying to do in this legislation is to 
change your procedure. 

Commander Huntrneron. Yes, sir. 

Mr. Dorie. To pay out or to receive funds in the process. That is 
all you are doing, is it not ? 

Mr. Barer. That is correct, sir. 

Commander Huntrneton. Yes, sir. 

Mr. Durnam. Mr. Kelleher? 

Mr. Keriruer. One question, Mr. Chairman. 

Commander, the Army now does what you would do under this 
bill; is that correct? 

Commander Huntryeton. As I understand their procedures, 

Mr. Keuteuer. Are they not bound by section 3678 of the Revised 
Statutes ? 

Commander Huntrneton. I prefer to let Mr. Baier answer that 
question. 

Mr. Barer. They are bound by it, but their interpretation is different 
than ours. We want to legalize this for everyone, This would cover 
the Army, Navy, and Air Force. 

Mr. Durnam. It is just a difference of opinion. The law is the 
same. 

Commander Hunrtneron. Yes, sir. 

Mr. Dvriram. Isn’t that correct? 

Commander Huntrneton. Yes, sir. 

Mr. Durtiam. I think it would be best to amend the bill. I thought 
you said you had no objection to making it apply to the specific law. 
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Mr. Barer. I will give Mr. Kelleher a call, preferably sometime this 
afternoon. I just want to make sure there is no other objection in the 
Department of Defense. 

Just to make a double check, if there is no objection to that, by 
the Department of Defense. 

Mr. Dvuruam. With that understanding, then, I would suggest 
Mr. Kelleher, that you prepare the proper amendment on line 7, 
there. 

Mr. Ketiener. Yes, sir. 

Mr. Durnam. If you do not make this law so broad, because it 
might apply to some other statute. It is a rather broad and sweeping 
provision, when you say notwithstanding any other provision of law 
on the statute book. 

Mr. Bennerr. Mr. Chairman, would you object, on line 1, page 2, 
striking the words “commercial steamship companies,” which extends 
to line 2, and placing in lieu of that “the owner of a vessel,” in order 
to make it clear the particular vessel that is to receive these facilities 
should be one engaged in this sort of operation. 

Mr. Duruam. Does the Department have any objection to the 
suggested language? 

Mr. Barer. I don’t believe we would have any objection to that. 

Commander Huntrneton. No objection. 

Mr. Durnam. Without objection. You have heard the discussion. 
It isagreed to, without objection. 

Mr. Core. I am not sure what the amendment does. Does it elim- 
inate commercial steamship companies engaged in, so with your 
amendment, it would read, “to the owner of a vessel carrying cargo 
and passengers” ? 

Mr. Bennett. I haven’t any objection to that amendment. I don’t 
quite get the difference. You mean you want to strike the words 

“engaged in”? 

Mr. ( Core. I am just seeking to find what you have in mind. 

Mr. Bennerr. Oh. I said strike the words “commercial steamship 
companies” and to substitute for those two words, “the owner of a 
vessel engaged in carrying.” 

Oh, I see, you think it would be better to strike the words, “engaged 
in” and saying “in carrying.” 

Mr. Cour. I think so. 

Mr. Bennett. I think it would be better, too, to strike the words 
“engaged in.” 

Mr. DurHAm. Without objection, it is agreed to. 

Mr. Coxe. Mr. Chairman, I think to remove any future disputes or 
ambiguity this bill should state that these rates are to be determined 
by the appropriate Secretary. 

Because this applies not only to United States ports, but all ports 
throughout the world, and conceivably some dispute may arise as to 
what constitutes a fair and reasonable rate. We can rely on the Secre- 
tary to use the local rates wherever possible, and there may be 
situations where there aren’t any. 

Mr. Barer. Under the drafting of the bill where the Secretary 
would by regulations, we assumed that the Secretary would give us 
basic things and as time went on he would be the one to say how 
we could change the rate or anything else. 
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We had assumed that it was covered in this law, since it says, 
“Under such regulations as the Secretary may prescribe.” 

However 

Mr. Coie. Well, with the understanding that the authority in the 
Secretary to establish regulations carries with it the provision that he 
will have the final authority to fix the reasonableness of the rates. 

Mr. Bater. Yes, sir; that is understood, too. 

Mr. Lankrorp. Mr. Chairman, I would like to point out how far- 
sighted the gentleman from Florida is in removing the word “steam- 
ship” so it will apply to any atomic-powered vessel as_ well. 
[| Laughter. | 

Mr. Duruam. Do you press the amendment ? 

Mr. Core. No; I don’t think I will press it. 

Mr. Durnam. Without objection, the bill is reported favorably to 
the full committee, with amendments. 

Mr. Durnam. What is your next one ? 

Mr. Keviener. H. R. 2781, Mr. Chairman. 

Mr. Dcuruam. H.R. 2781. 

(The bill is as follows :) 





[H. R. 2781, 85th Cong., 1st sess.] 

A BILL To amend the Act entitled “An Act to authorize the Secretary of the Navy to 
enlarge existing water-supply facilities for the San Diego, California, area in order to 
insure the existence of an adequate water supply for naval installations and defense 
production plants in such area’, approved October 11, 1951 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That the Act entitled “An Act to authorize 

the ss re tary of the Navy to enlarge existing water-supply facilities for the San 

Diego, California, area in order to insure the existence of an adequate water 

supply se naval installations and defense production plants in such area, 

approved October 11, 1951, is amended by adding the following new section: 
“Seo. 9. As soon as practicable after completion of construction of the work 

authorized by the first section of this Act, the Secretary of the Navy and the 
Secretary of the Interior shall make such interdepartmental and other arrange- 
ments and enter into such contracts and amendments to existing contracts as 
they may find necessary or desirable for the purposes of effecting (1) the transfer 
to the Secretary of the Interior on behalf of the United States of jurisdiction 
over the agqueduet, and of the administration of the contract numbered NOy—13300 
of October 17, 1945, and of all contracts amendatory thereof or supplementary or 
collateral thereto; and (2) the substitution and designation of an appropriate 
official of the Department of the Interior for the Secretary of the Navy and for 
the Contracting Officer therein.” 


Mr. Keittener. Captain Davis. 

Mr. Durnam. Captain, come around. 

Captain Davis. Mr. Chairman and gentlemen. 

Mr. Durnam. Captain. 

Captain Davis. 1 am Capt. James R. Davis, Assistant Chief of 
Maintenance and Material, Bureau of Yards and Docks. This is Mr. 
Harold Gold, chief council of the Bureau. 

We are honored at this opportunity to appear before the committee. 

The proposed legislation is required to authorize the transfer from 
the Department of the Navy to the Department of the Interior of the 
administration of a contract covering the San Diego aqueduct and of 
the aqueduct itself, the first and second barrels of which have been 
completed, and their possession turned over by the Navy to the San 
Diego County Water Authority under a contract heretofore entered 
into. The following is a brief background statement of facts relating 
to the aqueduct. 
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In 1944, the President appointed an interdepartmental committee 
to study methods of financing construction of the first barrel of the 
aqueduct. 

In transmitting the committee’s report to the Senate in November 
1944, the President stated that the Bureau of Reclamation had been 
directed to complete the plans and specifications for the construction 
of the aqueduct and the Navy had been instructed to proceed with the 
construction. In the letter of transmittal the President also stated 
that after the war emergency the Bureau of Reclamation would assume 
charge of the aqueduct. It should be pointed out that the Depart- 
ments of the Navy and of the Interior agree that the Bureau of Rec- 
lamation of the Department of the Interior is the agency best equipped 
to administer the San Diego aqueduct. 

The aqueduct is located in California which is one of the reclama- 
toin States, and the Bureau of Reclamation is fully equipped to handle 
the administration as part of the continuing water and reclamation 
programs which the Bureau conducts. 

The actual construction of the first barre] by the Navy commenced in 
May 1945. On October 17, 1945, contract NOy-13300 was entered into 
by the Navy with the city of San Diego by which the city agreed to 
lease the aqueduct with an option to purchase at the “true cost” thereof 
as determined under the contract. The contract was subsequently as- 
signed by the city to the San Diego County Water Authority. 

By Public Law 482 (80th Cong., 2d sess) the Navy obtained con- 
gressional authorization to construct the first barrel and to enter into 
the contract. 

In 1951, by Public Law 171 (82d Cong., Ist sess) the Navy was au- 
thorized to construct the second barrel of the aqueduct and to enter into 
an amendment to contract NOy-13300 to include the second barrel and 
to grant to the San Diego County Water Authority the right to pur- 
chase the same over a 40-year period upon the terms and conditions 
prescribed in the law. 

On January 1, 1952, possession of the first barrel was turned over to 
the authority under the contract and on February 28, 1955, the second 


the Navy to the authority. 

Thus, at the present time, the Navy has turned over possession of 
both the first and second barrels to the authority and the Navy is 
presently administering the contract. 

The Navy is desirous of effecting the transfer of the administration 
of the contract and of the aqueduct to the Department of the Interior 
in accordance with the intention of the President expressed at the 
time the Navy was directed to construct the first barrel. Various 
memorandums of understanding which have been entered into between 
the two Departments likewise reflect this intention. 

At the present time, no legislative authority exists permitting the 
transfer of administration and of the aqueduct from the Navy to 
Interior. 

Public Law 482 (80th Cong., 2d sess.) and Public Law 171 (82d 
Cong., Ist sess.), which authorized the construction of the first and 
second barrels and the execution of contract NOy-13300, failed to 
make provision for the transfer of administration upon the completion 
of the aqueduct. The proposed legislation now before the committee 
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for consideration is therefore required to enable the transfer to be 
effected. 

The Department of the Interior has expressed its approval of the 
language of the proposed legislation and Assistant Secretary Fred G. 
Aandahl, of the Department of the Interior, has stated in a letter to 
the Secretary of the Navy that the Department of the Interior would 
be happy to support the proposed legislation. 

Representative of the Department of the Interior is present here in 
the hearing room. This concludes my statement, Mr. Chairman. We 
are prepared for questions. 

Mr. Duruam. Is a copy of the letter available from the Secretary 
of the Interior ? 

Captain Davis. We have that letter, Mr. Chairman. 

Mr. Durnam. Do you have any objection to putting that in the 
record ¢ 

Captain Davis. No, sir; no objection. 

Mr. Durnam. Without objection, the letter will be placed in the 
record. 

(The letter is as follows:) 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington D. C., September 29, 1955. 

My Dear Mr. SECRETARY: Completion of the second barrel of the San Diego 
aqueduct and its transfer for operation and maintenance to the San Diego County 
Water Authority in accordance with supplemental agreement No. 4, dated April 
1, 1952, to contract NOy-13300 has focused attention upon the effectuation of 
the agreements between our two Departments looking toward the transfer of 
administration, on behalf of the United States, of contract NOy—13300. 

This matter has been under discussion between representatives of our two 
Departments both in the field and in Washington for some time and it has been 
concluded that effectuation of the transfer of administration requires additional 
authorization. We understand that your Department shares this view. The im- 
plementing authorization could, it seems to us, be provided either by exercise of 
the President’s reorganization authority under the Reorganization Act of 1949, as 
amended (5 U. 8S. C., see. 1338z-—1-15) or by the enactment of appropriate legisla- 
tion. Since the acts of April 15, 1948 (62 Stat. 181) and October 11, 1951 (65 
Stat. “04) vest the authority to administer the aqueduct and San Diego contract 
in t’.e Department of the Navy, it is our view that your Department is the 
ap” ropriate agency to initiate the necessary clearances with the Bureau of the 
BP udget and, if it is concluded to seek authorizing legislation, to transmit the 
legislation to the Congress. This Department will, of course, be happy to render 
every possible assistance and collaboration both in preparation of a draft re- 
organization plan or legislation and in support of the same when and if trans- 
mitted to the Congress. 

While we have no firm views as to which course, reorganization plan or 
legislation would be the more appropriate in this instance, and we would be 
guided by your Department’s conclusions in that regard we suggest that, should 
it be compatible with whatever criteria the Executive Office may apply to use 
thereof, consideration be given to the utilization of the authority contained in 
the Reorganization Act of 1949. We are attaching for the convenience of your 
Department in considering the matter, a draft of legislation that would, in our 
view, serve the purpose. As will be noted it takes the form of the addition 
of a new section to the act of August 11, 1951. While we have not considered 
the precise form a reorganization plan might take, we believe that the draft 
legislation would be readily adaptable to that form. 

We would appreciate receiving your Department’s views after you have had 
an opportunity to consider this letter. 

Sincerely yours, 
FreD G. AANDAHL, 
Assistant Secretary of the Interior. 
Hon. CuHartes. 8S. THOMAS, 
Secretary of the Navy, 
Washington, D. C. 











380 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Act approved October 11, 1951 (65 
Stat. 404), is hereby amended by adding thereto a section reading as follows: 

“Spo. 9. As soon as practicable after completion of construction of the work 


authorized by the first section of this Act, the Secretary of the Navy and the 
Seeretary of the Interior shall make such interdepartmental and other arrange- 
ments as they may find necessary or desirable for the purposes of effecting (1) 
the transfer to the Secretary of the Interior of administration on behalf of the 
United States, of the contract (NOy-13300) of October 17, 1945, and of all 


contracts and agreements amendatory thereof or supplementary or collateral 
thereto; and (2) the substitution and designation of an appropriate official of 
the Department of Interior as the contracting officer thereunder.” 

Mr. Duruam. Any questions? 

Mr, Bennett. I think the fine explanation by the Navy, makes 
it unnecessary to go further. 

Mr. Duruam. Mr. Lankford ? 

Mr. Lanxrorp. As I understand it, Captain, you said that the 
Navy entered into a contract to turn this aqueduct over to the San 
Diego Water Authority ? 

Captain Davis. Yes, sir. 

Mr. Lanxrorp. But now under this legislation you want to turn 
it over to the Department of the Interior ? 

Captain Davis. The vested interests of the United States are under 
the responsibility of the Navy at the present time. 

The use of the aqueduct under a lease has been made available to 
the San Diego County Water Authority. In other words, the Navy 
is now the landlord. By transferring the vested interests to the De- 
partment of the Interior, the Department of Interior would become the 
landlord, although the Government would still have the same vested 
interest. 

Mr. Lanxrorp. In other words, what you are doing is turning over 
what equity the Navy Department has in the aqueduct left under 
this 40-year agreement with the San Diego Water Authority to the 
Department of the Interior. 

Captain Davis. That, sir, is correct. 

Mr. Lanxrorp. And the Department of the Interior will then 
administer the remaining part of the contract—in other words, see 
“_ the San Diego Water Authority makes its payments on time. 

Captain Davis. Yes, sir. 

Mr. DurHam. Any further questions? 

Mr. Doyle? 

Mr. Dorie. How large are these barrels?) How extensive are they? 

Captain Davis. They vary in size, sir, depending upon the hydraulic 
characteristics and the velocity of the water at any given point. They 
vary in size between 48 inches and about 96 inches—about 4 feet 
and 

Mr. Gop. Eight feet. 

Captain Davis. Eight feet. 

Mr. Doyte. This proposed transfer of the equity of the Navy to 
the Department of the Interior has no connection directly or indirectly 
with the litigation involved in water there in San Diego County, 
does it? 1 

Captain Davis. No, sir, that is an entirely different question. 

Mr. Dorie. All right. Thank you. 

Mr. DurHam. Any further questions ? 
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Mr. Cole? 


Mr. Cotz. No questions. 

Mr. Durnam. Thank you very much, Captain. 

Is someone here from the Department of the Interior to testify 
on this bill? Is anybody here? 

Mr. Ketiener. ‘There is someone here. 

Mr. Durnam. Come around. 

Mr. Nietsen. My name is E. G. Nielsen. I am Assistant Commis- 
sioner of Reclamation. 

Mr. Durnam. Mr. Nielsen, you can tell us whether you are in favor 
of this measure ? 

Mr. Nietsen. I beg your pardon? 

Mr. Durnam. We are trying to give you something here. Are you 
in favor of this measure 

Mr. Niersen. Yes, sir. This has been in contemplation since the 
beginning of the operation. 

Mr. Dursam. Then the Department of the Interior has no objec- 
tion to it ¢ 

Mr. Nretsen. None. 

Mr. DurHam. You are in favor of the measure. 

Any further questions. 

(No response. ) 

Mr. Durnam. Thank you very much, gentlemen. 

Without objection, the bill is reported favorably to the full com- 
mittee. 

The committee stands adjourned until the next call of the Chair. 

(At 11:15 the committee adjourned to call of the Chair.) 


O 





